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the dislocations of the war and the revolution in the 1980s was compounded by the negative labor market effects of a growing cohort size. As Easterlin (1987) has shown, demographic shifts can appreciably affect a cohort's fortune, let alone facing war and revolution as one prepares for adult life. In this article, we attempt to measure the combined effect of these events on these cohorts' lifetime earnings and consumption.
We focus on men because women's share of the labor force is low, and their labor market behavior has changed over time. Women are about one-fourth as likely to report earnings as men, which means fewer observations and lowers the precision of the estimates. Furthermore, women's participation rate has increased over time, from about 10% for cohorts born in the 1930s to 20% for cohorts born in the 1970s, which probably causes some selection and estimate bias. Finally, because social norms in Iran still conform to the onebreadwinner model, we believe that changes in men's earnings reflect better the changing fortunes of generations through the upheavals of revolution and war. We show that the cohorts of men born in the 1970s fared poorly in terms of earnings, relative to their parents who-although they, too, experienced the economic decline of the 1980s-had lived in better times and were in their midcareers when the economy collapsed. Our findings also show that, in contrast to earnings, in terms of per capita expenditures these younger cohorts did not do as badly, a phenomenon that we attribute to transfers from the older generations and from the government.
Like other people, Iranians compare their well-being to that of generations before them, especially their parents. Tainted with memories of the revolution and the war, these comparisons are often very gloomy and at odds with the fact that, thanks to steady economic growth in the last decade, the economy has nearly fully recovered. Average real incomes in 2007 were about the level they were during the 1970s oil boom, a period that for most Iranians is the golden age.
1 Furthermore, in recent years poverty has declined substantially, and inequality, while it has remained high, is lower compared to the 1970s (Salehi-Isfahani 2009). The frustrations Iranians express regarding their present economic conditions and the nostalgia they feel for the golden age can be reconciled with macroeconomic facts if the comparison is based on lifetime earnings of cohorts instead of period averages.
Considering lifetime experiences is especially important for a case such as Iran's in which the economy has experienced large booms and busts. Com-parisons based on period averages tell only a partial story because most individuals live through both good and bad times, and changes in overall average earnings do not accurately describe any particular cohort's life experience. For example, the effect of the 1974-77 boom, which seems to have made a lasting impression on Iranians of all ages, on any specific cohort's lifetime earnings or consumption is limited because 4 years is only a fraction of any cohort's lifetime. Similarly, the impression left by the worst years of the war , as bad as it has been for the life experience of most Iranians, was still short compared to a lifetime. So, to the extent that all cohorts have experienced both good and bad times, the comparisons between successive cohorts' lifecycle earnings may tell a story that is different from the ups and downs of average earnings.
Since the seminal article by Ryder (1965) , sociologists and demographers have been aware of the conceptually separate cohort, age, and period effects on a variety of indicators such as fertility, mortality, and labor force participation. A growing literature in economics also recognizes the importance of distinguishing empirically between cohort, age, and period effects on consumption and earnings of individuals and families (Shorrocks 1975; Johnson 1980; Deaton 1985 Deaton , 1997 Heckman and Robb 1985; Deaton and Paxson 1994, 2000; Attanasio and Davis 1996; Blundell and Preston 1998; Beaudry and Green 2000; Gosling, Machin, and Meghir 2000; Skoufias and Suryahadi 2002; Fukuda 2006; McKenzie 2006a McKenzie , 2006b ) and in labor supply (Farkas 1977; Clogg 1982; Beaudry and Lemieux 1999; Attanasio, Low, and SanchezMarcos 2004) . Browning, Deaton, and Irish (1985) and Deaton (1985) pioneered the use of annual surveys to track cohorts over time and attempted to decompose changes in cohort averages over time into age, period, and cohort effects. The main difficulty with such a decomposition is that age, year of birth, and the year of observation are linearly dependent-knowing any two determines the third. All three effects cannot be identified, unless one is ready to make some strong assumptions. Many researchers have adopted restrictions based on prior information that break this identity. Heckman and Robb (1985) question the very idea of decomposition into linearly dependent variables. They propose that the search for prior information should be about the variables that underlie the age, cohort, and period effects, rather than restrictions that break the identity. They advocate using proxy variables, such as the rate of unemployment for the year effects, to substitute for one of the three effects. Despite this objection, many researchers have found it useful to use nonparametric methods with restrictions on the coefficients of the regression equation to estimate age, cohort, and period effects. In the context of earnings and consumption, Deaton and Paxson (1994) , Paxson (1996) , Attanasio (1998), and Parker (1999) , among others, have used restrictions on the year effects that require them to be orthogonal to a time trend and sum to zero. The appeal of this method is that time is given a neutral role, allowed only to affect the variable being decomposed via cyclical variation. Any trend in the underlying data is thus attributed to age and cohort effects. Another strand of the literature, which attempts to explain technical change from price data on used capital goods, offers a more defensible and straightforward method of identification (Cagan 1965; Hall 1971; Berndt, Griliches, and Rappaport 1995) . This method assumes that the cohort effects for neighboring cohorts are equal. Fukuda (2006) imposes similar prior information but uses Bayesian procedures. In this article, we assume explicitly that cohorts born in 5-year intervals have the same cohort effects.
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Our main results are robust to the choice of methodology and plausible in view of the known facts of economic fluctuations and the relationship between age and earnings in Iran. The estimated year effects pick up the large downturn in the economy in the 1980s and the recovery after 1989, and the age profiles indicate sharply rising earnings until age 30, which peak at the mid-40s. The cohort effects, which indicate how the age-earnings profiles of different cohorts stack up relative to one another and are the object of this study, show a rising trend for cohorts born before the mid-1950s, who were in their mid-20s and older at the start of the revolution. This trend is reversed for cohorts born later, who reached adult life after the revolution. According to our estimates, the youngest cohorts we study, born during 1975-79, experienced declines ranging from 20% to 30% in their lifetime earnings.
The validity of any decomposition of cohort data depends crucially on the length of time for which each cohort is observed. We are fortunate to have access to an unusually long series of household expenditures and income surveys, taken between 1984 and 2007, which allow us to track cohort earnings and expenditures for 24 years, encompassing the economic decline of the 1980s as well as the boom of 2000-2007. 3 We use data from these surveys to construct profiles of income and expenditures for individual cohorts of men as they age. This enables us to follow cohorts born as early as 1924 and those born as late as 1979. While no cohort is observed for the entire life cycle, the method we employ allows us to estimate shifts in the position of the life-cycle income and consumption profile of each cohort over time.
We also consider changes in individual welfare based on cohort effects of consumption (measured by per-adult-equivalent household expenditures), which include transfers within the household and from the government. In contrast to individual earnings, we find that the estimates of cohort effects are much more sensitive to our decomposition assumptions. Cohort per capita household expenditures have a stronger positive time trend than earnings, so in their case the assumption to make the period effects orthogonal to the time trend becomes critical. Without the orthogonality restriction, the year effects absorb the rising trend in consumption, and the cohort effects are rather flat for younger cohorts, in contrast to earnings. With the orthogonality restriction, the cohort effects rise continuously for all cohorts, similar to what we reported in Marku and Salehi-Isfahani (2006) . 4 Both sets of assumptions lead to the same conclusion that younger cohorts did better in terms of lifetime consumption than earnings. We attribute this to compensatory transfers from the older generation to these cohorts as well as rising transfers from the government that have boosted personal consumption.
The plan of this article is as follows. Section II provides a brief overview of the macroeconomic shocks of the last 3 decades. Section III describes the microdata, and Section IV discusses the method of decomposition. Section V presents the empirical results for individual earnings, and Section VI presents those for per capita household expenditures. Section VII concludes by discussing the implications of our findings for Iran's political economy.
II. The Iranian Context
The Islamic Revolution interrupted the longest period of economic growth in Iran's history, which began with Iran's brief growth miracle in the 1960s-when the economy grew at nearly 9% per year, unaided by large inflows of oil money-and ended with the oil boom of 1973-77 ( fig. 1) . 5 The economic collapse of the 1980s, coming as it did after 25 years of steady improvements in the standard of living, is one reason why today there exists a widespread feeling of lost fortunes as a result of the revolution, even though, as measured by average indicators, economic growth since the end of the war with Iraq in 1988 has erased most of those losses. economic collapse after the revolution and how the recession deepened during the war with Iraq (1980-88) and after the collapse of oil prices in 1986. By 1987, GDP per capita was down by about 50%, compared to its peak in 1975. They also show how the pace of economic recovery since 1989 depended on the rise of oil prices. Growth was robust when oil prices spiked as a result of the first Persian Gulf war in 1990-92, was very slow in the mid-1990s when oil prices hit a 30-year low (in 1998), and has picked up pace with rising oil prices since 2000. From the macro perspective, the best of times were in 1973-77, before the start of revolutionary disruptions in 1978, and the worst of times were the mid-1980s. 6 According to the national accounts data in figure 1, fluctuations in average private consumption per capita were softened considerably as investment took the brunt of the macroeconomic shocks.
The survey data that we use in this article also form the basis for the calculation of personal consumption in the national accounts produced by the Central Bank of Iran. Naturally, the two series (i.e., the one that we compute and that provided by the Central Bank) track each other well, as seen in figure 2. This figure also shows that earnings have fluctuated more widely than consumption and that rural households have been, for the most part, shielded 
III. Survey Data
We use 24 rounds of the Household Expenditures and Income Surveys (HEIS) conducted annually by the Statistical Center of Iran to track cohort earnings and consumption. The surveys have been conducted since 1963, but only those for 1984-2007 are available to us in unit records. New samples are drawn each year for these surveys, so they do not form a panel and it is not possible to track households over time. Because these surveys are used to construct national macroeconomic statistics, they are carefully scrutinized and are therefore reliable and consistent over the years. The focus of the surveys is on expenditures, which are collected in impressive detail, but they also contain information on demographics, labor market status, and incomes of individuals.
Expenditures consistently exceed income (see fig. 2 ) because of underreporting of incomes, which is not unusual for survey data from developing countries (Deaton 1997, 29) , and inclusion of implicit rent for owner-occupied housing. Survey respondents may try to hide nonwage and nonsalary income for reasons of tax evasion. The gap between incomes and expenditures has remained relatively constant over time (less than 10% in urban areas and 15%-20% in rural areas), and the two series track each other closely.
The number of households in these surveys ranges from a low of 5,700 in 1986-87 (the worst years of the war) to 36,500 in 1995 (just before the 1996 census). Despite the variation in sample size, the surveys have remained na- tionally representative. This is the case even for the war years during which war-ravaged provinces were also sampled proportionately. The number of individuals covered varies from about 37,000 in 1986 to over 193,000 in 1995 (see table A1 for sample sizes). Altogether, there are approximately 2.6 million individuals in the 24 surveys. We use probability sampling weights in all estimations in this article. The HEIS does not identify households by their census block, so we are not able to estimate robust standard errors that correct for intrablock correlations between households. We do not think that this is a serious problem in our case because our estimation technique mainly exploits the variation between cohorts rather than between individuals and households.
To construct our pseudopanel, we define cohorts by their birth year and extract their earnings from consecutive surveys. Table 1 shows, for selected cohorts, the number of men in each cohort-year cell. Cell sizes range from a low of 58 for the cohort born in 1930 and observed in 1986, when the survey was collected in a much smaller scale, to a high of 1,161 for the cohort born in 1979 and observed in 2002. For earnings, we use net annual wage and salary income and income from self-employment. 1984 27,428,572 16,842,106 20,785,070 1985 27,118,644 18,743,730 20,562,418 1986 24,063,926 12,054,794 17,244,546 1987 20,855,614 13,096,086 16,272,514 1988 19,809,972 10,574,959 15,550,159 1989 18,347,416 9,154,929 15,833,840 1990 19,218,142 7,559,395 17,708,666 1991 20,925,554 8,781,362 18,682,986 1992 22,014,390 10,359,713 18,833,522 1993 22,611,242 8,430,913 18,564,556 1994 20,962,706 9,922,012 18,313,732 1995 18,224,028 6,699,752 17,770,526 1996 19,227,144 7,639,257 17,905,462 1997 21,012,714 7,405,576 18,508,112 1998 21,085,142 8,504,607 19,766,666 1999 20,390,824 6,880,734 20,606 medians for earnings of men and per-adult-equivalent expenditures for men.
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The survey averages show that over the entire period, men's earnings have been rising, but they have declined for women. Per-adult-equivalent expenditures (defined by dividing total expenditures by the square root of household size) have been smoother over time, although they, too, were below their 1984 value in the 1980s and 1990s. We do not have information on hours worked, so we cannot measure hourly wages. We include in the sample all active individuals: those employed who report positive income from wages and self-employment and the unemployed. Including the unemployed is important because the unemployment rate for the young has increased substantially over time, and it is important that the average cohort incomes reflect the fact that they are unable to work. Young people are also staying in school longer, some of whom report earnings. Because many who work while studying are part-time workers, their annual earnings do not reflect their true earning power; we try to minimize this problem by focusing on postschool ages, 22-64, and excluding students. The results are not too sensitive to the choice of age limits or exclusion of students. Excluding nonearners does not introduce selection into the sample for men because, unlike women, their participation in the labor market has remained stable over time and between cohorts. Table 3 shows that the proportion of earners for 5-year cohorts has remained quite stable for all cohorts at the same age, except for the 50-54-year-olds for whom the proportion of earners has declined across cohorts. Each line in this graph represents the median earnings of a particular cohort as it ages during the period in which it is observed in successive surveys. The first line on the left shows median earnings of all individuals born during 1975-79, whom we can observe from age 15 (in 1984) to age 32 (in 2007) but who appear in our empirical sample during 1997-2007, since we limit the age range to 22-64. The second line from the left shows the earnings for the cohort of men born in 1965 and observed between age 22 and 40, and so on. The last line to the right belongs to the 1935-39 cohort, which we observe from age 50 to 64 (between 1984 and 1998) . If cohorts had lived through a long period of consistent economic growth, as they did in Taiwan (Deaton 1997, 118) , the lines representing cohort earnings would not cross one another; the profiles for younger cohorts would lie to the left and above the profiles for older cohorts. In Iran, the large economic decline of the 1980s appears to have hurt nearly all cohorts' earnings but at different points in their lives, as demonstrated by the intersecting lines representing earning profiles in figure 3.
IV. Methodology
Our objective in this article is essentially to estimate the relative position of the age-earnings profiles of different cohorts from their actual age-earnings profiles, by purging from the latter the effect of the year of observation. Figure  3 depicts these profiles for selected cohorts. Each line describes the median earnings of a cohort as it has aged over the period covered by our surveys. Since these cohorts are observed during different periods of their lives, the lines in figure 3 reflect the effect of age (inverted U shape) as well as how these cohorts have fared relative to one another. Without knowing the shape of the age-earnings profile, it seems impossible to say whether the younger cohorts are better off than the older cohorts. Thus, a natural step in comparing lifetime earnings of these cohorts is to assume a uniform age-earnings profile for all cohorts. Our semiparametric regressions let the data determine the shape of this common profile.
Following the literature, we express the log median earnings of each cohort in a given year as a linear, additive function of its age a, birth year c, and year of observation t:
The age effects, , pick up changes in earnings associated with age and a a experience; the cohort effects, , stand for factors that affect cohorts because g c of the time they were born, when they entered the labor market, and the like. The year effects, , stand for the conditions of the economy at the time of w t observation. While these factors can be understood as having independent effects on a person's earnings in any given year, as written they are linearly independent ( ). As Deaton (1997) has noted, this functional form c p t Ϫ a is useful for thinking about changes in the standard of living of cohorts, which are measured by their life-cycle earnings or consumption. Any difference in the life-cycle earnings of two cohorts is captured by the cohort effects, while keeping age and year effects constant.
As Deaton (1997) has noted, when we lack a priori information on the shape of the cohort, age, and year effects, and the pseudopanel spans a long period, the best way to estimate this relationship is by semiparametrically using cohort, age, and year dummies. This suggests an estimation equation such as
where A is the matrix of age dummies, C the matrix of cohort dummies, and Y the matrix of year dummies, and y is the stacked vector of cohort-year observations. Equation (2) cannot be estimated as it is because of a linear relationship between A, C, and Y:
where the s vectors are arithmetic sequences of the length given {0, 1, 2, 3, … } by the number of columns of the matrix that premultiplies them. The identity in equation (3) simply states that if we know the birth year of a person and the year of the survey, we know his or her age. This is the well-known problem of identification in any analysis of cohort behavior (Glenn 2005) . 9 We drop one column from each of the dummy matrices but need one more restriction on the coefficients to break the identity. We follow Hall (1971) and assume that the variation in cohort effects is smooth enough that the coefficients of adjacent cohorts in equation (2) are equal. We experimented with 2-, 3-, and 5-year cohorts and settled on the last, which gave the most precisely estimated coefficients (the results for other groupings were similar and are available on request). Hall (1971) employed used prices for trucks of different vintages to separate the age and year effects on these prices from embodied technical change or vintage effects.
An alternative method that is popular in longitudinal studies of savings and consumption is to restrict the year effects to cyclical fluctuations only, by restricting them to average to zero over all periods and be orthogonal to a time trend (the orthogonality restriction, for short). 10 The imposition of cyclicality on the year effects is not really prior information, but it acts as such; it is in fact a decision by the researcher to attribute the variation in savings or earnings to cohorts and age instead of time, which is fine when the objective is a decomposition that reveals how consumption and savings change over the life cycle and between generations (Deaton and Paxson 1994; Paxson 1996; Deaton 1997; Attanasio 1998; Parker 1999) . As Deaton (1997, 126) warns, this procedure requires a sufficient number of surveys (long enough time series) for the separation of the trend from the transitory shocks to be carried out with confidence. In addition, identification of the year effects requires sufficient variation in the variable of interest over time to make the estimation possible (Glenn 2005) . Both conditions are met in our case, especially with earnings that fluctuated more than expenditures, which is why in Marku and SalehiIsfahani (2006) , which used the Deaton method, we were able to obtain stable results. Here, we use orthogonality not for identification but to see how the cohort and age effects are affected if the trend is not absorbed by the year 9 In the context of decomposition, which is our intent here, identification is a rule for attribution of change to age, cohort, and year effects, rather than to help isolate a behavior relation. 10 This results in the following normalization:
. Subject to this normalization, we can s w p 0 y estimate eq. (2) by regressing y on dummies for each cohort excluding the first, dummies for each age excluding the first, and a set of 19 year dummies defined as follows for (the t p 3, … , 21 first-and second-year dummies are dropped to achieve identification). This restriction is implemented via the following relation among the year dummies (Deaton 1997) 
, where is the usual year dummy equal to 1 if the year is t and 0 otherwise. This
procedure enforces the restriction in the equation, as well as the restriction that dummies must add up to zero. Through the regression, we obtain estimates of the year effects for 1986-2004. The year effects for 1984 and 1985 can be recovered by the fact that all year effects add to zero and satisfy the equation. Additionally, to achieve identification, a second year dummy is set to zero. effects. The results show that, in the case of earnings, we do not observe much change from imposing orthogonality, but, in the case of per capita expenditures, the results do change significantly.
V. Decomposition of Individual Earnings of Men
We define earnings as net wage and salary income plus net income from selfemployment, as do Beaudry and Green (2000) . We use the consumer price index published by the Central Bank of Iran for urban areas and by the Statistical Center of Iran for rural areas to measure all earnings in 2007 prices. We present the decomposition results for men's earnings in a set of four graphs in figure 4 and in table 4, column 1. The coefficients are generally significant at 1% and 5% levels.
11 The graphs show the 95% confidence bands for the estimated coefficients. In the top-left-corner graph, we reproduce figure 3, which shows the actual cohort profiles that are being decomposed into age, year, and cohort effects. The fluctuations in earnings due to macroeconomic shocks, especially the economic collapse of the 1980s, are quite visible in these earning profiles. These fluctuations, which affected nearly all cohorts but at different ages, are picked up by the year effects. The cohort and age effects are more difficult to see in the raw data, which is why we need the decomposed results depicted in the other graphs. The three other graphs depict the co-efficients of the regression equation (2) and measure percent change relative to a reference group. For example, the age effects in figure 4 show the increase in earnings by age relative to 22-year-olds, which is the reference category. The reference group for the cohort effects is the 1925-29 cohort, and for the year effects it is 1984.
The age effects indicate that men's earnings rise sharply until age 30 and peak at about age 47 before declining gently. This is in contrast to the age profiles estimated for Taiwan (Deaton 1997, 118) and Indonesia (Skoufias and Suryahadi 2002) , wherein incomes rise continuously even past age 50. According to our estimates, in Iran between age 22 and 30 median earnings rise by about 110% but are relatively flat thereafter. This pattern is consistent with the two cohorts that we observe in the surveys before age 30, the 1970-74 and 1975-79 cohorts; their actual earnings in figure 3 are seen to rise sharply before age 30. It is also consistent with the general facts about the labor market experiences of young and older workers in Iran. Workers under 30 face high rates and long durations of unemployment, whereas above age 30 unemployment is low (Salehi-Isfahani and Egel 2009). Flat earnings beyond age 30 are consistent with the fact that in Iran compensation is more closely linked to degrees, which do not change with age after some point, rather than actual skills, which can rise with work experience.
The year effects shown in figure 4 reproduce closely Iran's macroeconomic fluctuations, which we saw in figure 1: the sharp drop in incomes during 1984-89, the rise in oil prices in 1990-91, the imports compression shock of the mid-1990s, and the oil boom of 2000-2007 are all reproduced here. The estimated cohort effects, which are of greatest interest to us, are also shown in figure 4. The cohort effects are increasing for all generations born before 1950, who were mature adults and well into their careers (30 years and older) at the time of the revolution in 1979. For the cohorts born around 1950, lifetime earnings were about 44% higher than the generation born during 1925-29. The cohort effects are flat for the 1950-64 cohorts, who were young at the time of the 1979 revolution (15-29 years old). The most striking result is the decline in lifetime earnings of the youngest cohorts, who were born after the mid-1960s and reached labor market entry age after the revolution. According to these results, the cohorts born in the early 1970s experienced a decline in lifetime earnings of about 10% (significant at the 5% level) relative to those born a decade earlier, and the cohorts born in the late 1970s suffered a 19% drop. The latter had the same lifetime earnings as those born 40 years earlier (see table 4). Thus, in terms of earnings, the revolution generation appears to have fared even worse than its parents born 20-30 years earlier. Next, we impose the orthogonality restrictions on the year effects to see the extent to which the results are sensitive to how the time trend is treated in the decomposition. We continue to use 5-year cohorts to keep the two sets of results comparable but require the coefficients of the year dummies to be orthogonal to a time trend and to sum to zero (see n. 10 for the details of how this is done). As discussed in Section IV, imposing the orthogonality constraint requires dropping one more year dummy. Which other dummy is dropped should matter because it in fact sets the year effect equal to the reference year. This is a main problem with the method proposed by Deaton and Paxson (1994), so we tried dropping different year dummies in turn and, not surprisingly, noticed that results are sensitive to the choice of normalization. In figure 5 and table 4, column 2, we report the results when we drop the second year dummy, as recommended by Deaton (1997) . The estimated cohort and year effects are similar but not the same: the decline in the cohort effects between those born in the 1960s and 1970s is now 13% instead of 19% in the unrestricted case, and the age effects, which are very similar in shape, are 5%-10% higher for middle-age men relative to young men. A representative result of the sensitivity analysis on year dummies is dropping the last year dummy, 2007. This reduces the estimated difference between the cohort effects of the 1960-64 and 1975-79 cohorts to 12% instead of 19% and is closer to the unrestricted case.
Similar declines in cohort earnings have been documented for developed countries, but mostly for a particular skill group and in relation to shifts in demand for certain types of skills. For example, Beaudry and Green (2000) show that cohort-specific age-earnings profiles for Canadian men have shifted down for successive cohorts of high-school-educated men since the 1978 entry cohort and from even an earlier point for university-educated men. They report a 20% decline in earnings for those entering the labor market in 1992 compared to cohorts who entered 20 years earlier, which is similar in magnitude to what we find here. For the United Kingdom, Gosling et al. (2000) find a rising pattern, as do Deaton and Paxson (1994) and Skoufias and Suryahadi (2002) for a few developing countries.
VI. Decomposition of Household Expenditures
Changes in individual earnings are important to understand, but they do not fully reflect changes in welfare for at least two reasons. Individuals may benefit from being part of a household and share in its resources, and they may benefit from transfers from the government to households in the form of subsidies and in-kind payments. In Iran, there is evidence of significant consumption smoothing through intergenerational transfers within households. A high and rising proportion of young people live with their parents well into their 20s. This is probably related to their lower earnings as well as their inability to find a steady job, both of which seem preconditions for forming a household (Salehi-Isfahani and Egel 2009). During 2000-2007, about 40% of men age 25-29 lived with their parents, and 23% were heads of households. These numbers are in stark contrast to numbers from the 1980s, when less than 20% of the age group lived with their parents and 33% were household heads (Salehi-Isfahani and Egel 2009). In 2007, unemployment rates for individuals 30 years and older were less than 5%, compared to 25% for those age 20-24. Because individuals must work before they can collect unemployment benefits, first-time job seekers are not eligible for unemployment insurance, and their families are their only source of support. Government transfers also play a significant role in boosting individual welfare in Iran. The government spends a hefty 10% of the GDP on subsidies for food, fuel, and medicine. Our calculations from the HEIS data files reveal that, in 2004, nonmonetary transfers boosted incomes by about 31%, and commodity subsidies boosted private expenditures by about 22%.
To account for the effect of resource pooling within the household, as well as transfers from the government, in this section we use household-level per capita expenditures instead of individual earnings to measure changes in lifetime welfare. For comparability, we restrict the sample to men 22-64 years old with earnings, exactly as in the earnings decomposition. They can be heads of households or live in the household. We use per-adult-equivalent expenditures of the household, which is obtained by dividing household expenditures by the square root of the household size. Previous works in the literature have defined cohorts on the basis of the age of the household head (see Deaton and Paxson 1994 and McKenzie 2006b) . However, such a choice introduces a potential bias if, plausibly, the young adults who live with their parents and are therefore assigned the age of the household head in the decomposition analysis happen to be less well off. The results of the decompositions using either basis for defining age are remarkably the same.
As we did with earnings, we present the results of the decomposition of per-adult-equivalent expenditures using 5-year cohorts with and without the orthogonality assumption (see figs. 6 and 7 and table 4, cols. 3-4). The contrast between the two sets of results is quite sharp. The results in the unrestricted case are remarkable in their relatively flat age and cohort effects and rising year effects. The unrealistically positive rising year effects naturally affect the trends in the age and cohort effects and make them more flat than they would be otherwise. The results in figure 7 , in which the year effects are restricted to be orthogonal to a time trend, seem more realistic in the pattern of the year effects. They are more flat, giving rise to monotonically increasing age and cohort effects.
The age profiles in the restricted case are similar to the age profiles of consumption reported in Deaton (1997, 118) for Taiwan, in that they do not display the inverted U shape we observed for individual earnings. The rising age profiles observed in these graphs may reflect the fact that household resources increase with age, perhaps because later in life children leave the household, thus raising per capita expenditures, and some who stay work and add to household resources. In 2004, the smallest households with 2.45 mem- , 1984-2007. bers were those headed by 20-year-olds, the largest with 5.61 members were headed by 49-year-olds, and the oldest households had 4.4 members.
The key difference here is obviously in the restrictions on the year effects. When the year effects are allowed to have a trend, they tend to absorb the trend in the original individual cohort data. The reason why the restricted and unrestricted results are similar in the case of earnings may be due to the fact that earnings data do not have a strong trend between cohorts, whereas expenditures data do (seen in how the lines stack against one another in the upper-left graph of the respective figures). Thus, restricting the year effects may not have a big influence in the case of earnings, but it has in the case of expenditures.
Which set of results is to be believed depends in part on the question being asked. If the objective is to compare the relative position of the age-earnings or age-consumption profiles of different cohorts, then restricting the year effects offers some insight. This is because the year effects do not have a welfare interpretation on their own. If we want "good years" to mean that the people who lived in them are better off, then it makes sense to restrict the year effects to cyclical variation only and let the age and cohort effects absorb all the improvement. In the case of savings and consumption, where the interpretation of the year effects as cyclical change is more appealing, imposing the no-trend restriction seems warranted. However, one should bear in mind that this insight comes at the cost of having to choose without any theoretical guidance which other year dummy to drop. But if the information we elicit from the data about the year effects is important in and of itself, the unrestricted regression offers results that are more transparent. This is the case with earnings because the year effects have a useful interpretation, for example, the labor market conditions, and the cohort effects would then measure the change in the human capital endowments of various cohorts. We believe presenting the results in both cases helps the reader make a choice as to what the data are actually saying.
One thing that both sets of results share is the larger decline in the fortunes of the younger cohorts in earnings compared to consumption. The difference is much more pronounced when the year effects in both decompositions are restricted, but the fact that there is a difference irrespective of method of estimation prompts the question of why the younger cohorts are doing better in consumption than earnings. One plausible explanation, as noted earlier in this section, is that the lost ground in terms of earnings has been partly recovered by increased transfers from the government to families and increased transfers from the older to the younger generation within the household. Interestingly, starting with cohorts born in the early 1950s, we notice a change in the slope of the linear trend in the cohort effects for both income and expenditures, which corresponds to the time when cohort effects of earnings stop rising. This may be an indication that transfers did not fully compensate for the falling earnings.
We do not have information on the level of subsidies that may have influenced how the real value of household expenditures per person has changed over time. But we can learn something about income pooling within the family from our data. Are individual earnings being increasingly supplemented by other sources of income? To answer this question, we compare the individual earnings and per-adult-equivalent income of two 5-year cohorts in 2004, those 40-44 years old (born 1960-64) and those 30-34 years old (born 1970-74) , for whom we estimate lower lifetime earnings but constant or higher peradult-equivalent household expenditures. What we find corroborates our conjecture that income pooling within the household may be responsible for the divergence between the two sets of results. Average individual earnings for the older cohorts is 32.7% higher than the younger cohort, while their peradult-equivalent household income is only 6.5% higher. On the basis of the decomposition framework that we have presented in this article, the difference in earnings and per-adult-equivalent income between these two cohorts can be explained by the period effect and the cohort effect (the year effect in this example is zero because we are examining two cohorts in the same year). Thus, to compare the two cohorts, we must first make an adjustment for the age effects by raising the average earnings and per-adult-equivalent income for the younger cohort by their respective estimated average age effects from the decompositions (about 16%). With this adjustment, in 2004 the younger cohort earned 16% less than the older cohort but lived in households with about 9.5% more per-adult-equivalent income. The reason for this difference is, at least in part, due to the contribution of younger cohorts to lower-income households. On average, in 2004, earnings of those in their 20s contributed 10.8% to total household income, compared to 17.3% for those in their 30s. In other words, the younger cohorts benefited more from income pooling inside the household.
VII. Conclusion
In this article, we examine changes in lifetime earnings and consumption for Iranian men who have lived through the last 3 tumultuous decades. We find evidence that all cohorts born before the mid-1950s, who were at least in their mid-20s at the time of the revolution in 1979, experienced gains in lifetime earnings relative to older cohorts. But the younger cohorts born after 1960, who were in their late teens or early 20s in 1979-the revolution generation-appear to have lost ground in terms of lifetime earnings relative to their predecessors.
Swings in cohort earnings, even cohort losses, are not unusual, although it is rare to find a reversal of fortunes as dramatic as what we observe in the case of Iran. Several explanations are encountered in the literature on determinants of earnings. Easterlin (1987) emphasizes cohort size, but in the case of Iran this factor is probably dwarfed by other large shocks. Moreover, growing cohort size has been a factor for cohorts born before 1950 whose lifetime earnings rose. Another explanation emphasizes the conditions of the labor market at the time of a cohort's entry. Behrman and Birdsall (1988) identify such a cohort effect for returns to education for Brazil. The idea that labor market conditions during the early years of a person's career are critical for his or her human capital accumulation is very intuitive. Much is learned on the job, and long periods of unemployment can quickly depreciate a young person's skills. This explanation fits better with the facts concerning Iran. The revolution and the war that ensued were very costly not only in terms of lives but also in human capital. Iranian universities, which provide the main incentive for schooling, were closed for 2 full academic years during 1980-82, while the academy was being purged of non-Islamic elements. In addition, the war diverted millions of young people away from attending high schools and universities to the war front. Finally, disruptions in employment relations after the revolution (Bayat 1987; Nomani and Behdad 2006) reduced the incentives and the effectiveness of on-the-job learning. Significantly, average years of schooling for successive cohorts has been rising consistently during the entire period under consideration (Salehi-Isfahani 2005) , which indicates that rising education was not sufficient to compensate for declining earnings.
We also analyze changes in household resources over time to learn how cohort welfare changed as cohort earnings declined. We find that, assuming equal access to family resources, contrary to the results for earnings, the cohort effects of per-adult-equivalent household expenditures of the younger cohorts stayed the same or increased. We offer an explanation to reconcile the two sets of results by noting that transfers from the older generation to the new, and from government to households, have helped to not only maintain lifetime consumption but also increase it. In light of this finding, and the fact that average cross-section incomes in Iran have recovered from their postrevolution collapse, the nostalgia that many Iranians feel for prerevolution times and the strength of the widely held view of general economic decline in Iran may seem surprising (Salehi-Isfahani 2009). One possible explanation for the persistence of economic discontent among the generation of Iranians who came of age at the time of the revolution-the youngest cohorts in our study, now in their 50s-is that despite lower lifetime earnings, many have to support their own children, who are unable to find a job and therefore have to depend on their parents for support (these cohorts are just starting to enter the pseudopanel so they are not included in this study). Another explanation is that, to the extent that a person's self-worth is measured by his or her own earnings, the revolution generation may still feel worse off compared to their parents.
Furthermore, as we have shown, for a long succession of Iranian cohorts, lifetime earnings were on the increase, generating the sort of optimism that comes from seeing each generation do better than the one before, leading them to believe that the same will happen to them and to their children. The revolutionary upheavals, the war, and the largest oil price collapse in history appear to have reversed this trend and dashed many hopes. The cohort evidence shows that the young revolutionaries in their late teens and early 20s, who were full of revolutionary optimism around 1979, were precisely those who were hit the hardest by the reversal of fortunes. For most people in growing economies who find themselves in the losing end of comparisons with peers, a consoling fact might be their advantage over their parents. This is not true for Iran's revolution generation. To gauge the extent of their disappointment, imagine a trend line that projects forward the rising cohort effects of the early decades, placing the lifetime earnings of this generation about 30% higher requirements for estimation of certain indexes (such as food expenditures). The number of blocks in each unit is simply the total number of households divided by five. 
